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P.O. Box 2301
Cincinnati, OH 45201-2301

Mr. William F. Caton, Acting Secretary
Federal Communications Commission
1919 M Street, N.W., Room 222
Washington, D. C. 20554
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Enclosed are an original and nine copies of the Reply Comments of Cincinnati Bell
Telephone in the above referenced proceeding. Two additional copies are being provided to the
TariffDivision and a computer disk copy of the attached Reply Comments is being provided to
the Industry Analysis Division, as instructed in paragraph 152 of the Commission's Fourth Further
Notice ofProposed Rulemaking in the above referenced docket. A duplicate original copy of this
letter and attached Reply Comments is also provided. Please date stamp this as acknowledgment
of its receipt and return it. Questions regarding these Reply Comments may be directed to Ms.
Patricia Rupich at the above address or by telephone on (513) 397-6671.
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Director - Legislative &
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REPLy COMMENTS OF CINCINNATI BELL TELEPHONE COMPANY

I. INTRODUCTION

Cincinnati Bell Telephone Company ("CBT"), an independent, mid-size local exchange

carrier ("LEC"), submits these reply comments in response to comments filed concerning the

Commission's September 27, 1995 Notice of Proposed Rulemaking ("NPRM") in the above-

captioned proceeding. 1 While CBT does not currently operate under price cap regulation, CBT

is participating in this proceeding because the development of a long term approach to

productivity factors and sharing bands under the price cap regulatory plan will significantly

affect the environment in which CBT operates, and may have an impact on whether CBT can

elect price cap regulation in the future.

CBT is concerned that small and mid-sized companies are often overlooked in discussions

which examine the impact that the emergence of competition will have on the

telecommunications industry. The Telecommunications Act of 1996 brings competition closer

to reality for all LECs, both large and small. In this context, all companies must be given an

equal opportunity to compete.

1 Price Cap Perfonwmce Review for Local Exchange Carriers, CC Docket No. 94­
1, Notice of Proposed Rulernakipg, released September 27, 1995.



If small and mid-sized companies are to survive in the new competitive

telecommunications market, they must be given added flexibility to respond in that market. The

two NPRMs in which the Commission has addressed issues related to flexibility both in pricing

and in developing productivity factors may be helpful in responding to the emergence of

competition in the market. 2 However, these issues have been addressed only as they relate to

existing price cap companies, with no consideration given to the new competitive challenges

which smaller and mid-sized LECs will inevitably face.

CBT submits that much of the pricing flexibility proposed for price cap companies

through these two NPRMs must be made available to carriers that have not elected price cap

regulation. Under the Commission's current proposals, small and mid-sized companies, like

CBT, can receive this flexibility only if they elect to operate under price cap regulation.

However, the rigidity of those regulations has kept some small and mid-sized LECs, including

CBT, from electing price cap regulation.

Currently, CBT is subject to Optional Incentive Regulation ("aIR") for interstate access

services. 3 When the Commission developed the aIR rules for small and mid-size LECs, aIR

2 Price Cap Performanr.e Reyiew for Local Exchange Carriers, CC Docket No.
94-1, Notice of PrQposed Rulem,king, released September 27, 1995. Treatment
for Operator Services Under Price Cap Regulation, CC Docket No. 93-124;
Revisions to Price Cap Rules for AT&T, CC Docket No. 93-197, Notice of
Proposed Rulemaking, released September 20, 1995.

3 The rules articulated by the Commission for aIR became effective on June 11, 1993.
(See, Report and Order, CC Docket No. 92-135, adopted May 13, 1993, effective June
11, 1993.) CBT's initial tariff fIling under the aIR regulations was made on October 1,
1993, with an effective date of January 15, 1994. In March of 1995, CBT fIled its first
biennial aIR tariff fIling.
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was envisioned as a step on a continuum toward price cap regulation and away from rate of

return. These rules recognized the fact that small and mid-size carriers required additional

flexibility to respond to increased challenges.4 CBT initially elected OIR because it provided

a degree of regulatory and pricing flexibility that did not exist under rate of return regulation.

While CBT has periodically considered moving to price cap regulationS, CBT has

consistently determined that under the Commission's price cap regulations, small and mid-size

service providers, such as CBT, are unable to meet the price cap productivity levels.6 Any

action taken by the Commission which results in even less flexibility under price cap regulations,

such as the adoption of a single X-factor, will place the price cap regulatory scheme further out

of reach of most small and mid-sized carriers.

II. CRT OPPOSES THE DEVELOPMENT OF A SINGLE X-FACTOR FOR ALL
LEeS OPERATING UNDER PRICE CAP REGULATION.

The Commission has requested specific comment on whether a long term price cap plan

should include multiple productivity factors or only a single productivity factor. In order to

encourage more LECs to choose to operate under price cap regulation, CBT believes that the

4 Rewrt and Order, CC Docket No. 92-135, adopted May 13, 1993, effective June
11, 1993.

S Contrary to the assertion by Time Warner in its Comments, CBT does not and
has not operated under price cap regulations. Comments of Time Warner, p. 5,
fn. 5. Time Warner argues, without offering support, that greater flexibility in
the market will result only in increased profits for the LECs. Such an argument
ignores the emergence of competition in the marketplace, particularly the
competition envisioned by the Telecommunications Act of 1996.

6 This conclusion was supported by a productivity study submitted to the
Commission by CBT on June 19, 1989. See, CBT's Comments, CC Docket No.
87-313, filed June 19, 1989.
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Commission must develop multiple X-Factors. A single X-Factor would not reflect differences

in the economic conditions faced by each individual LEC, nor does a single X-Factor reflect the

differing economies of scale, the market conditions faced by the specific LEC or the historical

pricing and earnings philosophy of the LEC.

CBT encourages the Commission to consider the comments offered in this proceeding

which recommend multiple productivity factors. 7 While these commenters do not all agree on

the best means of encouraging carriers to select an appropriate X-factor, they correctly recognize

that the heterogeneity of carriers does not support the development of a single X-factor.

Commenters which call for a single X-factor, such as BellSouth and GTE, ignore the

differences which exist among carriers. 8 These companies fail to recognize the important factors

which other commenters argue lead to lower productivity levels for certain LECs.

SNET, Southwestern Bell, U.S. West, and CBT argue that lower X-factors are necessary

to take account of the inherent differences that exist between LECs due to the size of the carrier,

the geographic nature of the territory being served, and the economies of density, scale and

scope.9 CBT further argues that rather than simply allowing a lower X-factor to small

companies, a separate tier of X-factors be developed to respond to the specific parameters of the

carriers involved. Both large and small carriers would be provided a set of options which would

reflect the broad knowledge available to the Commission concerning the carriers' capabilities

7 ~ Comments of SNET, pp. 4, 6; Comments of Lincoln, p. 11; Comments of
Southwestern Bell, p. 26; Comments of U.S. West, p. 8; Comments of
International Communication Association, p. 2.

8 Comments of BellSouth, pp. 34-37; Comments of GTE, pp. 37-41.

9 Comments of SNET, pp. 7, 10; Comments of Southwestern Bell, pp. 26 fn. 34,
34; Comments of U.S. West, pp. 21, 22.
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based on common characteristics, while still permitting the carriers to use their awareness of

their specific capabilities to choose the appropriate X-Factor within the range of options. CBT

also asserts that LECs should have the flexibility to select different X-Factors each year.

CBT submits that once competition is present for the carrier the level of the X-factor

becomes moot, because price cap regulation is no longer appropriate. This position is supported

by several of the commenters to this proceeding. to As competition emerges in the market, that

competition will ensure that customers receive the benefits of any productivity gains which

result.

ill. CDT SUPPORTS SIMPLIFIED TOTAL FACTOR PRODUCTIVITY ("TFP")
CALCULATIONS.

If the Commission decides to continue to employ X-Factors in the context of price cap

regulation, CBT believes that price caps could be made more appealing to small and mid-size

LECs if the method of calculating the X-Factor were simplified and did not involve the use of

proprietary data. In its comments in the proceeding, CBT expressed its concerns about the

complexity of the calculations involved in detennining the X-factor under the original

Christensen model, as well as the model's reliance on proprietary data.

CBT believes that the updated Christensen model, offered by the USTA in its comments,

while resolving CBT's concerns about the use of proprietary data will still be extremely complex

for companies to implement. It will require extensive company resources to collect data,

populate the model, and analyze the results. The relative cost of complying with this model will

10 ~ Comments of NYNEX, p. 6; Comments of Southwestern Bell, p. 28;
Comments of Time Warner, p. 2.
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be greater for a smaller company like CBT than for a larger LEC, which will place the smaller

company at a competitive disadvantage compared to other telecommunication providers. CBT

urges the Commission to explore ways that the X-factor calculation can be simplified for smaller

companies. In spite of the complex nature of the Christensen model, CBT believes it yields a

relatively more appropriate result than the other proposals that have been put forth in this

proceeding. 11

IV. CONCLUSION.

CBT urges the Commission to adopt a two-tiered multiple X-factor system that relies on

a TFP methodology and recognizes inherent differences between larger LECs and smaller LECs.

Such a system will make the price cap regulatory system a more attractive option for small and

mid-size LECs.

Respectfully submitted,

FROST & JACOBS

By!lA IJ. ;I~
~omas E. Taylor

Jack B. Harrison

2500 PNC Center
201 East Fifth Street
Cincinnati, Ohio 45202
(513) 651-6800

Attorneys for Cincinnati Bell
Telephone Company

Dated: March 1, 1996
0283828.03

11 See, Comments of AT&T, pp. 27-29 (supporting a performance based model);
Comments of GSA, p. 4 (supporting a historical revenue model).
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William F. Caton, Acting Secretary
Federal Communications Commission
1919 M Street, N.W., Room 222
Washington, DC 20554

Industry Analysis Divison (disk copy)
Common Carrier Bureau
1919 M Street, N.W., Room 534
Washington, DC 20553

Janice Myles
Policy and Program Planning Division
Common Carrier Bureau
1919 M Street, N.W., Room 544
Washington, DC 20554

James S. Blaszak
Levine, Blaszak, Block & Boothby
Ad Hoc Telecommunications Users Committee
1300 Connecticut Avenue, N.W., Suite 500
Washington, DC 20036-1703

Susan M. Gately
Economics and Technology, Inc.
Ad Hoc Telecommunications Users Group
One Washington Mall
Boston, MA 02108-2617

John C. Smith
Aeronautical Radio, Inc.
2551 Riva Road
Annapolis, MD 21401

Carol C. Henderson
American Library Association
110 Maryland Avenue, N.E.
Washington, DC 20002-5675

Gregory Vogt
Tariff Division, Room 518 (two copies)
Federal Communications Commission
1919 M Street, N.W.
Washington, DC 20554

International Transcription Svc., Inc.
2100 M Street, N.W.
Washington, DC 20554

Dr. Lee L. Selwyn
Dr. David J. Roddy
Ad Hoc Telecommunications Users Committee
Economics and Technology, Inc.
One Washington Mall
Boston, Massachusetts 02108-2617

Dr. Lee L. Selwyn
Dr. David J. Roddy
James S. Blaszak
Levine, Blaszak, Block & Boothby
Ad Hoc Telecommunications Users Group
1300 Connecticut Avenue, N.W., Suite 500
Washington, DC 20036-1703

Patricia D. Kravtin
Scott C. Lundquist
Ad Hoc Telecommunications Users Group
Economics and Technology, Inc.
One Washington Mall
Boston, Massachusetts 02108

James E. Keith
Ambox Incorporated
6040 Telephone Road
Houston, Texas 77087

Lawrence R. Sidman
Eric T. Werner
Verner Lipfert Bernhard
McPherson & Hand Chartered
Ameritech
901 15th Street, N.W., Suite 700
Washington, DC 20005-2301



Michael S. Pabian
Gary R. Phillips
Ameritech
2000 West Ameritech Center Drive, Room 4H82
Hoffman Estates, Illinois 60196

Richard J. Metzger
Association for Local Telecommunications Services
1200 19th Street, N.W., Suite 560
Washington, DC 20036

Marc E. Manly
AT&T Corporation
1722 Eye Street, N.W.
Washington, DC 20006

Janet Reno
Attorney General Of United States Of America
Department of Justice
10th Street & Constitution Avenue, N.W., Room 4400
Washington, DC 20530

Paul Pandian
Axes Technologies, Inc.
3333 Earhart
Carrollton, TX 32230

M. Robert Sutherland
Richard M. Sbaratta
Bellsouth Telecommunications, Inc.
4300 Southern Bell Center
675 West Peachtree Street, N.E.
Atlanta, Georgia 30375

Walter Bolter
Bethesda Research Institute, Ltd.
P.O. Box 4044
S1. Augustine, Florida 32085

Charles W. Trippe
Ampro Corporation
525 John Rodes Blvd.
Melbourne, FL 32934

W. Theodore Pierson, Jr.
Richard 1. Metzger
Douglas 1. Minster
Pierson & Tuttle
Association for Local Telecommunications Services
1200 19th Street, N.W., Suite 560
Washington, DC 20036

Mark C. Rosenblum
Peter H. Jacoby
Richard H. Rubin
AT&T Corporation
295 North Maple Avenue, Room 324411
Basking Ridge, New Jersey 07920

Debra Buruchian
ATX Telecommunications Services
101 South 39th Street
Philadelphia, PA 19104

Michael E. Glover
Edward D. Shakin
Bell Atlantic Telephone Companies
1320 N. Courthouse Road, 8th Floor
Arlington, VA 22201

Gary M. Epstein
James H. Barker
Latham & Watkins
Bellsouth Telecommunications, Inc.
1001 Pennsylvania Avenue, N.W., Suite 1300
Washington, DC 20004-2505

Donna N. Lampert
Christopher J. Harvie
Russel C. Merbeth
Mintz, Levin, Cohn, Ferris, Glovsky and Popeo, P.C.
California Cable Television Association
701 Pennsylvania Avenue, N.W., Suite 900
Washington, DC 20004



Alan J. Gardner
Jerry Yanowitz
Jeffrey Sinsheimer
California Cable Television Association
4341 Piedmont Avenue
Oakland, California 94611

George Sollman
Centigram Communications Corporation
91 East Tasman Drive
San Jose, CA 95134

Leonard 1. Kennedy
Laura H. Phillips
Peter A. Batacan
Dow, Lohnes & Albertson
Comcast Corporation
1255 23rd St., N.W., Suite 500
Washington, DC 20037

Genevieve Morelli
Competitive Telecommunications Association
1140 Connecticut Avenue, N.W., Suite 220
Washington, DC 20036

Allan 1. Arlow
Computer & Communications
Industry Associations
666 11th Street, N.W.
Washington, DC 20001

Werner K. Harrenberger
Laura H. Phillips
Christina H. Burrow
Cox Enterprises, Inc.
Dow, Lohnes & Albertson
1255 Twenty-Third Street, N.W., Suite 500
Washington, D.C. 20037

Emily C. Hewitt
Vincent L. Crivella
Michael J. Ettner
Jody B. Burton
General Services Administration
18th & F Street, N.W., Room 4002
Washington, DC 20405

Dr. Jerome R. Ellig
Center for Market Processes
4084 University Drive, Suite 208
Fairfax, VA 22030

James Gattuso
Beverly McKittrick
Citizens for A Sound Economy Foundation
1250 H Street, N.W.
Washington, DC 20005

Danny E. Adams
Jeffrey S. Linder
Wiley Rein & Fielding
Competitive Telecommunications Association
1776 K Street, N.W.
Washington, DC 20006

Charles A. Zielinski
Rogers & Wells
Computer & Communications Industry Association
607 14th Street, N.W.
Washington, DC 20005

Henry M. Rivera
Ginsburg, Feldman and Bress Chartered
Counsel of Chief State School Officers &
National Assoc. of Secondary School Principals
1250 Connecticut Avenue, N.W.
Washington, DC 20036

Michae11. Short1ey, III
Frontier Corporation
180 south Clinton Avenue
Rochester, New York 14646

Gail L. Polivy
GTE Service Corporation
1850 M Street, N.W., Suite 1200
Washington, DC 20036



Richard McKenna, HQE03J36
GTE Service Corporation
P. O. Box 152092
Irving, TX 75015-2092

Michael L. Glaser
K. Harsha Krishnan
Hopper and Kanouff, P.C.
ICG Access Services, Inc.
1610 Wynkoop St., Suite 200
Denver, Colorado 80202

Robert J. Butler
Kurt E. Desoto
Wiley, Rein & Fielding
Infonnation Industry Association
1776 K Street, N.W.
Washington, D.C. 20006

Lucile M. Moore
Intelect, Inc.
1100 Executive Drive
Richardson, TX 75081

Brian R. Moir
Moir & Hardman
International Communications Associations
2000 L Street, N.W., Suite 512
Washington, DC 20036

Joseph A. LaHoud
LC Technologies, Inc.
9455 Silver King Court
Fairfax, VA 22031

Robert 1. Aamoth
Reed Smith Shaw & McClay
LCI International, Inc.
1301 K Street, N.W., Suite 1100, East Tower
Washington, D.C. 20005

Stephen B. Kaufman
Healthtech Services Corporation
255 Revere Drive, Suite 101
Northbrook, IL 60062

R. Michael Senkowski
Jeffrey S. Linder
Wiley Rein & Fielding
Infonnation Technology and
Telecommunications Association
1776 K Street, N.W.
Washington, DC 20006

James B. Wood
Inovonics, Inc.
1304 Sair Avenue
Santa Cruz, CA 95060

Jonathan E. Canis
Swidler & Berlin Chartered
Intennedia Communications of Florida, Inc.
3000 K Street, N.W., Suite 300
Washington, DC 20007

Philip F. McClelland
Irwin A. Popowsky Consumer Advocate
1425 Strawberry Square
Harrisburg, PA 17120

Douglas W. Kinkoph
LCI International, Inc.
8180 Greensboro Drive, Suite 800
McLean, VA 22102

Catherine Sloan
Richard Fruchtennan
Richard Whitt
LDDS WorldCom
1120 Connecticut Avenue, N.W., Suite 400
Washington, D.C. 20036



Robert A. Mazer
Nixon Hargrave Devans & Doyle
Lincoln Telephone And Telegraph Company
One Thomas Circle, N.W., Suite 800
Washington, DC 20005

Chris Frentrup
Mary L. Brown
Elizabeth Dickerson
MCI Telecommunications Corporation
1801 Pennsylvania Avenue, N.W.
Washington, DC 20006

Margot, Smiley, and Humphrey
Koteen & Naftalin
National Rural Telecommunication Association
1150 Connecticut Avenue N.W., Suite 1000
Washington, DC 20036

Philip L. Verveer
Thomas Jones
Willkie Farr & Gallagher
National Cable Television Association, Inc.
1155 21st Street, N.W.
Washington, DC 20036

Daniel Kelley
Hatfield Associates, Inc.
National Cable Television Association, Inc.
737 29th Street, Suite 200
Boulder, CO 80303

Joseph DiBella
NYNEX Telephone Companies
1300 I Street, N.W., Suite 400 West
Washington, DC 20005

David C. Bergmann
Yvonne T. Ranft
Office of the Consumers' Counsel State of Ohio
77 South High Street, 15th Floor
Columbus, Ohio 43266-0550

John E. Lingo, Jr
Lingo, Inc.
P.O. Box 1237
Camden, NJ 08105

Andrew D. Lipman
Jonathan E. Canis
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Swidler & Berlin Chartered
MFS Communications Company, Inc.
3000 K Street, N.W.
Washington, DC 20007

Daniel L. Brenner
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National Cable Television Association, Inc.
1724 Massachusetts Avenue, N.W.
Washington, DC 20036

David Cosson
National Telephone Cooperative Association
2626 Pennsylvania Avenue, N.W.
Washington, DC 20037

Edward R. Wholl
Campbell L. Ayling
Edward E. Niehoff
NYNEX Telephone Companies
120 Bloomingdale Road
White Plains, NY 10604

Campbell L. Ayling
NYNEX
1111 Westchester Avenue
White Plains, N.Y. 10604

L. Paul Knoerzer
OK Champion Corporation
P.O. Box 585
Hammond, IN 46320



Lisa M. Zaina
Organization For the Protection and Advancement
of Small Telephone Companies
21 Dupont Circle, N.W., Suite 700
Washington, DC 20036

Lucille M. Mates
Sarah Rubenstein
Pacific Bell and Nevada Bell
140 New Montgomery Street, Room 1522A
San Francisco, CA 94105

Frank Tripi
Perception Technology Corp.
40 Shawnut Road
Canton, MA 02021

Al W. Wokas
Rhetorex, Inc.
200 E. Hacienda Avenue
Campbell, CA 95008

David L. Deming
Senecom Voice Processing Systems
6 Blossomwood Court
St. Louis, MO 63033-5202

Durward D. Dupre
Richard C. Hartgrove
Southwestern Bell Telephone Company
1010 Pine Street, Room 2114
St. Louis, MO 63101

W. Richard Morris
Sprint Corporation
P.O. Box 11315
Kansas City, MO 64112

James P. Tuthill
John W. Bogy
Lucille M. Mates
Pacific Bell and Nevada Bell
140 New Montgomery Street, Room 1530-A
San Francisco, CA 94105

James L. Wurtz
Margaret E. Garber
Pacific Bell and Nevada Bell
1275 Pennsylvania Avenue, N.W.
Washington, DC 20004
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Remarque MFG Corporation
ItO Field Street
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Michael 1. Shortley, III
Rochester Telephone Corporation
180 South Clinton Avenue
Rochester, New York 14646

Eugene 1. Baldrate
Ann U. MacClintock
Southern New England Telephone Company
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Robert M. Lynch
Durward D. Dupre
Thomas A. Pajda
Southwestern Bell Telephone Company
One Bell Center, Suite 3520
St. Louis, Missouri 63101

Jonathan M. Chambers
Sprint Telecommunications Venture
1850 M Street, N.W., Suite 1100
Washington, D.C. 20036



Cheryl A. Tritt
Charles H. Kennedy
Eric N. Richardson
Morrison & Foerster
Sprint Telecommunications Venture
2000 Pennsylvania Avenue, N.W., Suite 5500
Washington, D.C. 20006-1888

Maureen O. Helmer
State ofNew York Department ofPublic Service
Three Empire State Plaza
Albany, NY 12223-1350

William H. Combs, III
Tamaqua Cable Products Corporation
P.O. Box 347
300 Willow Street
Schuylkill Haven, PA 17972

J. Manning Lee
Gail Garfield Schwartz
Teleport Communications Group, Inc.
Two Teleport Drive, Suite 300
Staten Island, NY 10311

Dr. Lee L. Selwyn
Susan M. Baldwin
Economics and Technology, Inc.
Time Warner Communications Holdings, Inc.
One Washington Mall
Boston, Massachusetts 02108

Susan M. Baldwin
Patricia D. Kravtin
Economic Consultants
Time Warner Communications
One Washington Mall
Boston, Massachusetts 02108

Paul B. Jones
Janis A. Stahlhut
Time Warner Communications
300 First Stamford Place
Stamford, Connecticut 06902-6732

Jay C. Keithley
Leon M. Kestenbaum
H. Richard Juhnke
Norina T. Moy
Sprint Corporation
1850 M Street, N.W., Suite 1110
Washington, DC 20036

Barry Gorsun
Summa Four, Inc.
25 Sun Dial Avenue
Manchester, NH 03103

Charles C. Hunter
Kevin S. DiLallo
Hunter & Mow, P.C.
Telecommunications Resellers Association
1620 I Street, N.W., Suite 701
Washington, D.C. 20006

Fred Van Veen
Teradyne, Inc.
321 Harrison Avenue
Boston, MA 02118

Paul B. Jones
Janis Stahlhut
Donald F. Shepheard
Time Warner Communications Holdings, Inc.
300 First Stamford Place
Stamford, Connecticut 06902-6730

David R. Poe
Brian T. Fitzgerald
Leboeuf, Lamb, Greene & MacRae
Time Warner Communications Holdings, Inc.
1875 Connecticut Avenue, N.W.
Washington, D.C. 20009-5728

James T. Hannon
Dan Poole
Gregory L. Cannon
US West Communications, Inc.
1020 19th Street, N.W., Suite 700
Washington, DC 20036



Gregory L. Cannon
US West Communications, Inc.
1020 19th Street, N.W., Suite 700
Washington, DC 20036

Linda Kent
Mary McDermott
Charles D. Cosson
USTA
1401 H Street, N.W., Suite 600
Washington, D.C. 20005-2136

Peter A. Rohrbach
Karis A. Hastings
Hogan & Hartson
WorldCom, Inc.
555 13th Street, N.W.
Washington, DC 20004

Lawrence P. Keller
Cathey Hutton & Associates, Inc.
USTA
3300 Holcomb Bridge Road, Suite 286
Norcross, GA 30092

Peter A. Rohrbach
Linda L. Oliver
Hogan & Hartson
Wiltel, Inc.
Columbia Square
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